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I t ' s  r e a l l y  a p l e a s u r e  t o  p a r t i c i p a t e  i n  t h i s  symposium. 

Over t h e  y e a r s  I ' v e  worked w i t h  many of you p e r s o n a l l y .  I n  

my c u r r e n t  r o l e  a s  D i r e c t o r  of t h e  Genera l  Account ing  O f f i c e ' s  

Energy and M i n e r a l s  D i v i s i o n ,  I have a g r e a t  dea l  of i n t e r e s t  

i n  t h e  f u t u r e  of America's c o a l .  

While some here would a rgue  t h a t  w e  can depend on c o a l  

and n u c l e a r  power f o r  t h e  i n d e f i n i t e  f u t u r e ,  I canno t  come t o  

t h a t  c o n c l u s i o n .  I n  f a c t ,  it seems obv ious  t o  me t h a t  t h e  

Uni ted  S t a t e s  i n  t h e  long  term--say beyond 2000--must d e v e l o p  

our  i n e x h a u s t i b l e  s o u r c e s  of e n e r g y  f o r  s u s t a i n e d  economic 

growth and ,  i n  f a c t ,  f o r  our v e r y  s u r v i v a l .  Domestic o i l  and 

gas  s u p p l i e s  a r e  be ing  d e p l e t e d  r a p i d l y  and i n t e r n a t i o n a l  

s o u r c e s  are p lagued  w i t h  s e c u r i t y  of supp ly  problems.  W e  m u s t  

make p l a n s  now on how t o  move from our  p r e s e n t  e n e r g y  base,  

which r e l i e s  p r i m a r i l y  on o i l  and n a t u r a l  g a s ,  t o  an ene rgy  

base which r e l i e s  p r i m a r i l y  on renewable s o u r c e s .  We m u s t  a c t  

now because t h i s  t r a n s i t i o n  canno t  be made o v e r n i g h t .  

- l /Michae l  Duffy of my s t a f f  was of i n v a l u a b l e  
h e l p  i n  p r e p a r i n g  these remarks.  
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I t  is a l s o  o b v i o u s  by now t h a t  c o n s e r v a t i o n ,  n u c l e a r  

power and c o a l  m u s t  be t h e  b r i d g e  t o  a renewable ene rgy  base .  

I n  d e s i g n i n g  and implementing our n a t i o n a l  ene rgy  p o l i c y ,  

po l i cymaker s ,  wh i l e  keeping  i n  mind t h e  u l t i m a t e  g o a l  of 

d e v e l o p i n g  renewable r e s o u r c e s ,  m u s t  d e t e r m i n e  ana p l a n  f o r  

t h e  r e l a t i v e  r o l e s  of these t h r e e  s t e p p i n g  s t o n e s .  

There i s  no q u e s t i o n  t h a t  c o a l  can--in f a c t  must--play an 

i m p o r t a n t  p a r t  i n  t h e  N a t i o n ' s  energy  f u t u r e .  I t s  r e l a t i v e  

impor tance  a s  a n  e n e r g y  s o u r c e ,  however, is s t i l l  t o  be shaped 

by p o l i c i e s  s t i l l  under development .  I n  f a c t ,  t h o s e  p o l i c i e s  

a r e  be ing  d e b a t e d  on C a p i t o l  H i l l  a t  t h i s  v e r y  moment. 

I have been asked  t o  d i s c u s s  "The Role of t h e  Federal 

Government i n  Expanding t h e  Use of Coal"--more s p e c i f i c a l l y ,  

t h o s e  key issues which GAO b e l i e v e s  w i l l  d e t e r m i n e  w h e t h e r  

c o a l  can p l a y  a s i g n i f i c a n t l y  i n c r e a s e d  r o l e  i n  Amer ica ' s  

energy  supp ly .  I a l s o  have been asked t o  comment b r i e f l y  on 

t h e  l i k e l y  impact of t h e  f i n a n c i a l  i n c e n t i v e s  i n  t h e  Adminis- 

t r a t i o n ' s  N a t i o n a l  Energy P lan .  

My comments today  a r e  based p r i m a r i l y  on our  c u r r e n t  work 

and on t h r e e  of our recent r e p o r t s  t o  t h e  Congress :  

--"Rocky Mountain Energy Resource Development: S t a t u s ,  
P o t e n t i a l ,  and Socioeconomic Issues" (EMD-77-23, 
J u l y  23, 1 9 7 7 ) .  

--''An E v a l u a t i o n  of t h e  N a t i o n a l  Energy P l a n "  (EMD-77-48, 
J u l y  25, 1 9 7 7 ) .  

--"U.S. Coal Development--Promises, U n c e r t a i n t i e s "  (EMD- 
77-43, Sep.  2 2 ,  1 9 7 7 ) .  
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My comments are  a l s o  based on my October  25 t e s t i m o n y  on t h e  

Federal c o a l  l e a s i n g  program b e f o r e  t h e  S e n a t e  Subcommittee on 

Energy P r o d u c t i o n  and Supply .  

CONSTRAINTS TO COAL DEVELOPMENT 

Coal  Demand--How Much Do W e  Need 
( O r  Can W e  Use)? 

There  is no h a r d ,  f a s t  f i g u r e  on how many t o n s  of c o a l  

t h e  Nat ion  needs  by 1 9 9 0 .  The c o a l  demand e s t i m a t e s  t h a t  a r e  

a v a i l a b l e  v a r y  t remendous ly .  

I n  i t s  N a t i o n a l  Energy P l a n ,  t h e  A d m i n i s t r a t i o n  e x p e c t s  

annual  c o a l  p r o d u c t i o n  and u s e  of 1 . 2  b i l l i o n  t o n s  by 1 9 8 5 ,  

up from 665 m i l l i o n  t o n s  i n  1 9 7 6 .  

A s  many of you may know, w e  have r e c e n t l y  r e p o r t e d  t o  t h e  

Congress  t h a t  w e  b e l i e v e  a c h i e v i n g  1 . 2  b i l l i o n  t o n s  i s  h i g h l y  

u n l i k e l y - - i n  f a c t ,  w e  b e l i e v e  it w i l l  be v e r y  d i f f i c u l t  t o  

a c h i e v e  even one b i l l i o n  t o n s  a n n u a l l y  by 1985. 

I n  any case, g i v e n  t h e  o b j e c t i v e s  of r e d u c i n g  e n e r g y  

i m p o r t s  and p r o t e c t i n g  our dwind l ing  o i l  and g a s  s u p p l i e s ,  t h e  

N a t i o n  needs a l l  t h e  c o a l  it can  p o s s i b l y  m i n e  and burn--with- 

o u t  do ing  i r r e p a r a b l e  damage t o  t h e  envi ronment .  

The a c t u a l  tonnage  of c o a l  produced and used has  i n c r e a s e d  

through t h e  y e a r s ,  b u t  has  d e c l i n e d  r e l a t i v e  t o  o t h e r  f u e l s .  

Coal  has  n o t  been a s  a t t r a c t i v e  as o t h e r  f u e l s  f o r  a number of 

r e a s o n s ,  i n c l u d i n g  
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- - u n c e r t a i n  e n v i r o n m e n t a l  s t a n d a r d s  ( b o t h  l a n d  and a i r ) ,  

- - increased  c a p i t a l  and o p e r a t i n g  c o s t s  due  t o  e n v i r o n -  
men ta l  c o n t r o l  r e q u i r e m e n t s ,  

- - t r a n s p o r t a t i o n  and s t o r a g e  problems,  and 

--earlier p e r c e i v e d  cost  a d v a n t a g e s  of n u c l e a r  power 
(which p a r e n t h e t i c a l l y  I might  add are more and more 
be ing  ca l led  i n t o  q u e s t i o n ) .  

The e l e c t r i c a l  s e c t o r  h a s  t h e  best p o t e n t i a l  f o r  c o a l  

s u b s t i t u t i o n .  The 1973  o i l  embargo and subsequen t  p r i c e  

i n c r e a s e s  s t imula ted  Government a c t i o n  t o  f o r c e  e l e c t r i c  u t i l -  

i t i es  and o t h e r s  t o  s w i t c h  from n a t u r a l  g a s  and o i l  t o  c o a l .  

Under t h e  Energy Supply and Envi ronmenta l  C o o r d i n a t i o n  

A c t ,  t h i s  c o n v e r s i o n  e f f o r t  h a s  n o t  l i v e d  up t o  e x p e c t a t i o n s .  

T h i s  i s  p r i n c i p a l l y  due t o  t h e  d i f f i c u l t y  and c o s t  i n  swi t ch -  

i ng  t o  c o a l  and bu rn ing  it i n  compl iance  w i t h  c l e a n  a i r  s t a n -  

dards .  

Over t h e  n e x t  25 y e a r s ,  c o a l  and n u c l e a r  power i n c r e a s -  

i n g l y  a r e  expected t o  d i s p l a c e  o i l  and g a s  f o r  b a s e l o a d  elec- 

t r i c  c a p a c i t y .  

I n  t h e  r e s i d e n t i a l / c o m m e r c i a l  s e c t o r  t h e r e  i s  n o t  much 

o p p o r t u n i t y  f o r  d i r ec t  c o a l  u s e ,  b u t  a l a r g e  p o r t i o n  of t h e  
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increased energy u s e  t o  1 9 9 0  may be from e l e c t r i c i t y  generated 

w i t h  coal  i n  l i e u  of gas and o i l .  The i n d u s t r i a l  s ec to r  has 

some p o t e n t i a l  f o r  d i r e c t  s u b s t i t u t i o n  of coal--as b o i l e r  f u e l  

--but w i l l  mainly r e l y  on e l e c t r i c i t y .  I n  t h e  longer term, 

both of these  s e c t o r s  could use s y n t h e t i c  gas  from coa l .  

The t r a n s p o r t a t i o n  sec to r  appears t o  be t h e  ' l e a s t  

amenable t o  increased r e l i a n c e  on coa l .  T h i s  s ec to r  r e l i e s  

on o i l  almost exc lus ive ly .  The prospects  for  coal  s u b s t i t u -  

t i o n  here depend on the  

--outlook fo r  e l e c t r i c  r a i l  t r a n s p o r t ,  

--growth of e l e c t r i f i e d  i n t r a - c i t y  mass t r a n s i t  systems, 

--outlook fo r  t h e  e l e c t r i c  c a r ,  and 

--development of coal-based syn the t i c  l i q u i d  f u e l s .  

Energy demand and c o a l ' s  por t ion  a re  d i f f i c u l t  t o  p r o j e c t  

because of t h ree  variables--population and economic growth; 

composition of na t iona l  ou tput ;  and t h e  c o s t  of energy r e l a -  

t i v e  t o  t h a t  of o ther  resource inputs .  

Coal Supply--How Much Do We Have? 

Again, t he re  a r e  no hard,  f a s t  f i g u r e s  t h a t  policymakers 

can r e l y  on. Current da ta  on coal  resources and reserves  a r e  

extremely spo t ty  and outdated.  

The cu r ren t  "bes t  es t imate"  says we have 3 . 9  t r i l l i o n  

tons of coal--1.7 t r i l l i o n  a re  c a l l e d  i d e n t i f i e d  resources  

and 2.2 t r i l l i o n  t o n s  a r e  c a l l e d  hypothe t ica l  (undiscovered)  

resources.  

5 



Why are a c c u r a t e  d a t a  so i m p o r t a n t ?  Because c o a l  i s  a 

f i n i t e  r e s o u r c e  and w i l l  n o t  l a s t  f o r e v e r .  O f  t h e  i d e n t i f i e d  

r e s o u r c e s ,  256 b i l l i o n  t o n s  p r e s e n t l y  a r e  c o n s i d e r e d  t o  be 

economica l ly  r e c o v e r a b l e .  However, t h a t  amount would l a s t  

o n l y  abou t  75 y e a r s  under c e r t a i n  high-growth e n e r g y  s c e n a r i o s .  

Accura t e  r e s e r v e  data  on low-sul fur  c o a l  cou ld  a f f e c t  

b o t h  a i r  p o l l u t i o n  r e g u l a t i o n s ,  and l e a s i n g  d e c i s i o n s  f o r  t h e  

v a s t ' F e d e r a 1  c o a l  r e s o u r c e s  i n  t h e  West. 

We b e l i e v e  t h a t  more accurate  c o a l  r e s o u r c e  and r e s e r v e  

da ta  a r e  needed t o  p e r m i t  sound p u b l i c  p o l i c y  d e c i s i o n s  on 

what k i n d  of c o a l  t o  m i n e ,  w h e r e ,  and when. 

Coal  Production--How Do We G e t  I t ?  

W e  w i l l  mine i t ,  of c o u r s e ,  b u t  it is  n o t  q u i t e  t h a t  

s imple .  We e s t i m a t e d  t h a t  a c h i e v i n g  annual  c o a l .  p r o d u c t i o n  of  

1 b i l l i o n  t o n s  w i l l  require  

--opening more t h a n  250 new m i n e s ,  

- - r e c r u i t i n g  and t r a i n i n g  abou t  157,000* new m i n e r s ,  

- -manufactur ing enormous q u a n t i t i e s  of mining equipment  I 
and 

--coming up w i t h  ove r  $15 b i l l i o n  i n  c a p i t a l .  

We found t h a t  11 major c o a l  p r o d u c e r s  b e l i e v e  t h e  

i n d u s t r y  can  doub le  c o a l  p r o d u c t i o n  by 1985 and t r i p l e  it by 

2000.  

T h i s  may be p o s s i b l e ,  b u t  w e  b e l i e v e  it c o u l d  o n l y  happen 

i f  many t h i n g s  f a l l  i n t o  p l a c e .  Such  t h i n g s ,  f o r  example,  a s  

*A r e c e n t l y  released s t u d y  by t h e  former Energy Research and 
Development A d m i n i s t r a t i o n  s u g g e s t s  w e  might  need as many as  
235,000 new mine r s .  
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--mining equipment  m a n u f a c t u r e r s  w i l l  have t o  f i l l  o r d e r s  
promptly;  

- -coal  p r o d u c e r s  m u s t  have t h e  f o r e s i g h t  and c a p i t a l  t o  
open mines when t h e  added p r o d u c t i o n  is needed; 

- - the Government m u s t  g e t  i ts a c t  t o g e t h e r  on i t s  respon-  
s i b i l i  t y  f o r  re  s o u r c e  managemen t; 

--labor-management r e l a t i o n s  m u s t  go smooth ly ;  and 

--mining p r o d u c t i v i t y  m u s t  n o t  be u n n e c e s s a r i l y  impaired 
by o v e r l y  z e a l o u s  s t r i p  mining and h e a l t h  and s a f e t y  
r eg u l a  t i o n s  . 

The F e d e r a l  c o a l  l e a s i n g  program can have a s i g n i f i c a n t  

impact on c o a l  p r o d u c t i o n .  I n  t e s t i m o n y  two w e e k s  ago b e f o r e  

t h e  S e n a t e  Subcommittee on Energy P r o d u c t i o n  and Supp ly ,  I 

recommended t h a t  t h e  S e c r e t a r i e s  of Energy and t h e  I n t e r i o r  

work c l o s e l y  i n  t h e  coming months t o  (1) improve c o a l  l e a s i n g  

d a t a ;  ( 2 )  d e f i n e  "maximum economic r ecove ry"  and e s t a b l i s h  

g u i d e l i n e s  f o r  i t s  implemen ta t ion  i n  t h e  e s t i m a t i n g  p r o c e s s ;  

and ( 3 )  take some fundamenta l  s t e p s  t o  r e l a t e  t h e  amount of  

Federal c o a l  required t o  meet N a t i o n a l  g o a l s  t o  any program 

of renewed l e a s i n g .  

Coal  Transportation--How Can W e  
G e t  I t  To Where We Want I t?  

R a i l r o a d s  carr ied 6 5  p e r c e n t  of t h i s  N a t i o n ' s  c o a l  d u r i n g  

1975,  and t h e y  w i l l  c o n t i n u e  t o  be t h e  p r i n c i p a l  c o a l  t rans-  

p o r t e r s  i n  t h e  f o r s e e a b l e  f u t u r e .  

O t h e r  t r a n s p o r t a t i o n  modes a l s o  w i l l  expand as p a r t  of 

t h e  t o t a l  t r a n s p o r t a t i o n  sys tem.  However, t h e s e  o t h e r  modes 

a r e  u l t i m a t e l y  l i m i t e d  by p h y s i c a l ,  economic,  and/or env i ron -  

men t a 1  con s t r a i n  t s. 
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The N a t i o n ' s  i n l a n d  waterway sys tem,  f o r  example,  c a r r i e s  

ove r  1 0 0  m i l l i o n  t o n s  of c o a l  each  y e a r ,  and is t h e  c h e a p e s t  

t r a n s p o r t a t i o n  mode. However, t h e  system does  n o t  d i r e c t l y  

s e r v e  many a r e a s  schedu led  f o r  major c o a l  development  and i s  

h i n d e r e d  by ice i n  t h e  w i n t e r  and t h e  p h y s i c a l  c a p a c i t y  of 

i t s  l o c k s .  

a T r u c k s  canno t  compete w i t h  r a i l r o a d s  because of c o s t s .  

A 1 9 7 4  r e p o r t  t o  t h e  I n t e r a g e n c y  Coal  Task Force showed t r u c k  

c o s t s  p e r  ton-mile  t o  be f i v e  times h i g h e r  t h a n  r a i l r o a d s  

($.OS/ton-mile v s .  $ .Ol / ton-mi le ) .  

Another  a l t e r n a t i v e  is t o  b u i l d  powerp lan t s  nea r  t h e  

mines and t r a n s p o r t  t h e  e l e c t r i c i t y  over  e x t r a - h i g h  v o l t a g e  

t r a n s m i s s i o n  l i n e s .  A Bureau of Mines s t u d y ,  however,  found 

t h i s  t o  be abou t  30 p e r c e n t  more expens ive  t h a n  s h i p p i n g  t h e  

c o a l  on r a i l r o a d s .  

Coal s l u r r y  p i p e l i n e s  appea r  t o  be e c o n o m i c a l l y  

c o m p e t i t i v e  wi th  r a i l r o a d s ,  b u t  t h e y  a r e  c o n s t r a i n e d  by many 

o t h e r  problems.  For example,  p i p e l i n e s  r e q u i r e  enormous 

amounts of water  a t  t h e  p o i n t  of shipment--a key c o n s t r a i n t  

i n  a r i d  w e s t e r n  c o a l  f i e l d s .  There is a l s o  a problem of d i s -  

pos ing  of t h e  p i p e l i n e  e f f l u e n t  a t  t h e  d e s t i n a t i o n .  Coal  

s l u r r y  p i p e l i n e s  a l s o  f a c e  a b i g  l e g a l  h u r d l e  i n  t r y i n g  t o  

assemble r ights-of-way.  o f t e n  over  p r o p e r t y  owned by t h e  

r a i l r o a d s .  

Obvious ly  it w i l l  f a l l  t o  t h e  r a i l r o a d s  t o  move t h e  b u l k  

of any g r e a t l y  expanded c o a l  p r o d u c t i o n .  
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W e  b e l i e v e  t h a t  t h e  N a t i o n ' s  t r a n s p o r t a t i o n  sys tem can  

be expanded t o  meet expec ted  needs.  I n  p a r t ,  t h i s  is based 

on our c o n c l u s i o n  t h a t  t r a n s p o r t  f a c i l i t i e s  can be p u t  i n t o  

p l a c e  a s  f a s t  o r  f a s t e r  t h a n  new mines  can be opened and new 

b o i l e r  c a p a c i t y  i n s t a l l e d .  

Coal  And T h e  Environment-- 
How Do We Make I t  Usable? 

.The  env i ronmen ta l  issue is  paramount.  We canno t  u s e  one 

b i l l i o n  t o n s  of c o a l  i n  one y e a r  w i t h o u t  harming our  env i ron -  

ment. A t  l e a s t  n o t  w i t h  c u r r e n t  technology.  

T h i s  is a t r a d e o f f .  We a r e  r e l i n q u i s h i n g  some of our  

env i ronmen ta l  q u a l i t y  t o  reduce our e n e r g y  i m p o r t s  and ex tend  

t h e  l i f e  of our dwind l ing  o i l  and g a s  r e s e r v e s .  The t r a d e o f f  

i s  made i n  each  s t e p  of t h e  coa l  f u e l  cycle--mining,  t r a n s -  

p o r t i n g ,  and u s i n g .  

The env i ronmen ta l  p roblems f a l l  i n t o  t h r e e  g e n e r a l  

c a t e g o r i e s  

--problems w e  have been aware of f o r  a long  time and have 
t aken  s t e p s  t o  c o n t r o l ,  

--problems w e  have more r e c e n t l y  become aware of and a r e  
t a k i n g  s t e p s  t o  c o n t r o l ,  and 

--new problems on t h e  h o r i z o n  which w e  are j u s t  beg inn ing  
t o  s t u d y .  

The f i r s t  c a t e g o r y  p r i m a r i l y  dea ls  w i t h  a i r  p o l l u t i o n  

caused when c o a l  is burned .  Beginning i n  1 9 6 3 ,  t h e  Congress  

e n a c t e d  a number of laws t o  c o n t r o l  a i r  p o l l u t i o n .  The  Clean 

A i r  Amendments of 1 9 7 0 ,  a s  amended, most a f f e c t  c u r r e n t  c o a l  

combust ion.  Tha t  law r e su l t ed  i n  p r imary  and secondary  s t a n -  

d a r d s  be ing  e s t a b l i s h e d  f o r  v a r i o u s  c l a s s e s  of p o l l u t a n t s .  
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These s t a n d a r d s  w i l l  hecess i ta te  scrubbers  and o t h e r  

d e s u l f u r i z a t i o n  t e c h n i q u e s  i n  many coa l -burn ing  p l a n t s .  These 

t e c h n i q u e s  can  h e l p  m a i n t a i n  our  a i r  q u a l i t y ,  b u t  t h e y  a r e  

c o s t l y .  

W e  est imate t h e  cumula t ive  a d d i t i o n a l  c a p i t a l  c o s t s  f o r  

c o n t r o l l i n g  e m i s s i o n s  t o  be $19.1  b i l l i o n  and $ 2 6 . 4  b i l l i o n  

i n  1985 and 2 0 0 0 ,  r e s p e c t i v e l y .  A n n u a l  o p e r a t i n g  c o s t s  would 

be $1.3 b i l l i o n  and $ 2 . 3  b i l l i o n  i n  each  r e s p e c t i v e  y e a r .  

U n f o r t u n a t e l y ,  t h e s e  c o s t s  w i l l  n o t  be e v e n l y  d i s t r i b u t e d  

a c r o s s  t h e  N a t i o n ,  b u t  w i l l  v a r y  wide ly  by g e o g r a p h i c  r e g i o n .  

The  second c a t e g o r y  of env i ronmen ta l  p roblems p r i m a r i l y  

i n v o l v e s  a d v e r s e  impac t s  from underground and s u r f a c e  mining 

o p e r a t i o n s .  Rec lamat ion  i s  n e i t h e r  e a s y  nor i n e x p e n s i v e ,  b u t  

it m u s t  be i n c l u d e d  i n  t h e  c o s t  of do ing  b u s i n e s s .  T o t a l  

surface and underground mining r e c l a m a t i o n  c o s t s  c o u l d  be a s  

h igh  a s  $ 1 . 2  b i l l i o n  i n  1985  and $1.9 b i l l i o n  i n  t h e  y e a r  2 0 0 0 .  

The t h i r d  c a t e g o r y  of env i ronmen ta l  p roblems i n v o l v e s  

t h o s e  t h a t  have n o t  y e t  been f u l l y  s t u d i e d  and f o r  which we 

c a n n o t  p r e s e n t l y  estimate a l l  t h e  p o t e n t i a l  consequences .  

These include: 

--Enormous q u a n t i t i t e s  of s l u d g e  t h a t  accumula te  i n  a i r  
p o l l u t i o n  c o n t r o l  d e v i c e s  and which m u s t  be d i s p o s e d  
o f .  

- -Cur ren t ly  u n c o n t r o l l e d  e m i s s i o n s  from c o a l  bu rn ing  
p l a n t s ,  i n c l u d i n g  t race  elements, p a r t i c u l a t e s ,  ca rbon  
d i o x i d e ,  and w a s t e  h e a t .  a 

Scrubbers  may be key e l e m e n t s  i n  c l e a n i n g  up a i r  p o l l u -  

t i o n  from c o a l .  But ,  t h e y  w i l l  g i v e  r i s e  t o  a whole new 
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p o l l u t i o n  problem--sludge. Under a high-growth e n e r g y  scen-  

a r i o ,  by 1985 t h e  amount of s l u d g e  g e n e r a t e d  each  yea r  c o u l d  

be a b o u t  t h e  same a s  t h e  t o t a l  mun ic ipa l  s o l i d  waste produced  

i n  America i n  one y e a r .  

Coal combust ion a l s o  releases a b o u t  53  e l e m e n t s  r e f e r r e d  

t o  as "trace e l emen t s . "  These i n c l u d e  mercury,  l e a d ,  b e r y l -  

l i u m ;  a r s e n i c ,  and f l u o r i n e .  Coal combust ion a l s o  releases 

minute  " p a r t i c u l a t e s "  of s o o t  and f l y  a s h .  

Both t h e  t r a c e  e l e m e n t s  and p a r t i c u l a t e s  are  c o n s i d e r e d  

dange rous ,  b u t  ve ry  l i t t l e  r e s e a r c h  has  been done on them. 

Another  u n c o n t r o l l e d  subs tance  is  ca rbon  d i o x i d e .  I t s  

bui ld-up  i n  t h e  a tmosphe re ,  a c c o r d i n g  t o  some e x p e r t s ,  causes 

a "greenhouse  e f f e c t . "  T h i s  c o u l d  e v e n t u a l l y  cause g l o b a l  

warming t r e n d s ,  and r e s u l t  i n  r e d i s t r i b u t i o n  of t e m p e r a t u r e  

p a t t e r n s  and r a i n f a l l  l e v e l s .  

I n  t h e  y e a r s  ahead a s  we  beg in  t o  u s e  more c o a l ,  much 

more w i l l  be heard  abou t  t h e s e  deve lop ing  e n v i r o n m e n t a l  

p roblems.  

How Do W e  So lve  The  S o c i a l  Problems? - 
I n c r e a s e d  c o a l  p r o d u c t i o n  w i l l  expand b o t h  t h e  i n d u s t r y  

and communit ies  s u r r o u n d i n g  t h e  development  a r e a s .  

The newcomers w i l l  need p u b l i c  f a c i l i t i e s  and s e r v i c e s  

immedia te ly ,  b u t  t h e  r evenues  t o  pay f o r  them may n o t  be 

a v a i l a b l e - - n o t  u n t i l  t h e  p o w e r p l a n t s ,  m i n e s ,  and new c i t i z e n s  

b e g i n  paying  t a x e s .  To meet t h i s  t i m e  l a g ,  communit ies  may 
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need advance o r  f ron t - end  f i n a n c i n g .  On a na t ionwide  b a s i s ,  

t h e s e  c o s t s  might  run  as h igh  a s  $ 4 . 4  b i l l i o n  by 1985,  and 

a n o t h e r  $10.5 b i l l i o n  between 1985 and 2000.  

The b i g g e s t  impact  will be on s p a r s e l y - p o p u l a t e d  a r e a s ,  

such  a s  those i n  t h e  West. The p e o p l e  b r o u g h t  t o  t h e s e  com- 

m u n i t i e s  by t h e  c o a l  development  p r o j e c t s  may w e l l  outnumber 

t h e  o r i g i n a l  r e s i d e n t s .  They w i l l  b r i n g  t h e i r  own s o c i a l ,  

p o l i t i c a l  and moral v a l u e s ,  and may change t h e  c h a r a c t e r  of  

t h e  communities.  

Through a d e q u a t e  p l a n n i n g  and f i n a n c i n g ,  t h e  blow can be 

cush ioned ,  t o  be s u r e ,  b u t  it w i l l  be a blow n o n e t h e l e s s ,  and 

t h e  s o c i a l  f a b r i c  of t h e  community w i l l  be r e n t  and a n o t h e r  

formed from it. 

I n  a n o t h e r  r e p o r t  i s s u e d  t o  t h e  Congress  e a r l i e r  t h i s  

y e a r ,  we concluded t h a t  p r e s e n t l y  w e  do n o t  need more Federal  

d o l l a r s  t o  m i t i g a t e  t h e s e  soc ioeconomic  impac t s .  What w e  do 

need is  b e t t e r  c o o r d i n a t i o n  among t h e  v a r i o u s  Federal ,  S t a t e  

and l o c a l  a g e n c i e s  i n v o l v e d ,  and b e t t e r  u s e  of t h e  d o l l a r s  

t h a t  are a l r e a d y  a v a i l a b l e .  

Where Do W e  Go From Here? 

I f  c o a l  is t o  h e l p  reduce our  dependence on o i l  i m p o r t s  

and r e l i e v e  p r e s s u r e  on our dwind l ing  domes t i c  n a t u r a l  g a s  

r e s e r v e s ,  t h e n  c e r t a i n  F e d e r a l  Government a c t i o n s  w i l l  be 

n e c e s s a r y .  

I n  our  E v a l u a t i o n  of t h e  N a t i o n a l  Energy P l a n ,  w e  p o i n t e d  
_I_ 

o u t  t h a t  t h e  a d m i n i s t r a t i o n ' s  p l a n  d e a l s  w i t h  some of t h e  
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c o n s t r a i n t s  t o  increased c o a l  u s e ,  b u t  n o t  a l l  of them, we 

see t h e  need f o r  

--more a c c u r a t e  and comprehensive r e s o u r c e  and r e s e r v e  
d a t a :  

- - congres s iona l  r e s o l u t i o n  of t h e  r ights-of-way issue 
f o r  c o a l  s l u r r y  p i p e l i n e s :  

- - c a p i t a l  t o  upgrade l a r g e  p o r t i o n s  of t h e  N a t i o n ' s  
r a i l r o a d s ,  p a r t i c u l a r l y  i n  t h e  E a s t e r n  S t a t e s ,  t o g e t h e r  
w i t h  t h e  need t o  expand e x i s t i n g  c a p a b i l i t i e s ;  

--improved l a b o r  r e l a t i o n s  t o  p r e v e n t  d i s r u p t i o n s  due t o  
w i l d c a t  s t r i k e s ,  t o g e t h e r  w i t h  t h e  need f o r  improved 
miner  h e a l t h  and s a f e t y  c o n d i t i o n s ,  r e c r u i t m e n t ,  and 
t r a i n i n g  ; 

- - g r e a t e r  miner  p r o d u c t i v i t y :  and 

- - a c c e l e r a t e d  Federal  r e s e a r c h  t o  deve lop  less c o s t l y  
and more r e l i a b l e  t echno logy  t o  c o n t r o l  a i r  p o l l u t i o n  
from c o a l  bu rn ing  f a c i l i t i e s ,  and t o  d e t e r m i n e  t h e  
long-term h e a l t h  and env i ronmen ta l  e f f e c t s  of bu rn ing  
g r e a t e r  amounts of c o a l .  

There  i s  no q u e s t i o n  t h a t  c o a l  w i l l  s u p p l y  a l a r g e  p a r t  

i n  t h e  N a t i o n ' s  ene rgy  f u t u r e .  So w i l l  f o r e i g n  o i l  and nuc-  

l ea r  power. N a t u r a l  g a s  w i l l  d e c l i n e  and p r o b a b l y  have t o  be 

res t r ic ted  t o  optimum end uses s u c h  a s  home h e a t i n g ,  e t c . :  

domes t i c  o i l  w i l l  d e c l i n e .  S o l a r  ene rgy  w i l l  i n c r e a s e  s l o w l y ,  

as  a complement t o  o t h e r  f u e l  t y p e s .  

On t h e  demand s i d e ,  t h e  b e s t  answer t o  t h e  N a t i o n ' s  

ene rgy  bind is  c o n s e r v a t i o n ,  th rough i n c r e a s e d  e f f i c i e n c y  and 

d e c r e a s e d  u s e .  
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F I N A N C I A L  INCENTIVES I N  THE NATIONAL ENERGY PLAN 

As I mentioned e a r l i e r ,  I have been asked t o  comment 

b r i e f l y  on t h e  l i k e l y  impac t s  of t h e  A d m i n i s t r a t i o n ' s  proposed  

f i n a n c i a l  i n c e n t i v e s .  

The A d m i n i s t r a t i o n  estimates t h a t  i t s  o i l -  and g a s - u s e r s  

t a x  combined w i t h  i t s  c o n v e r s i o n  r e g u l a t o r y  p o l i c y  w i l l  gener -  

a t e  new coal demand e q u i v a l e n t  t o  a b o u t  3 . 4  m i l l i o n  ba r re l s  of 

o i l  p e r  day. A f t e r  adding  and s u b t r a c t i n g  t h e  e s t i m a t e d  

impac t s  of t h e  o t h e r  p r o p o s a l s  i n  t h e  p l a n ,  t h e  A d m i n i s t r a t i o n  

e x t i m a t e s  t h a t  t h e  n e t  i n c r e a s e  i n  c o a l  demand would be t h e  

e q u i v a l e n t  of 2.4 m i l l i o n  b a r r e l s  of o i l  p e r  day i f  t h e  p l a n  

were f u l l y  implemented. 

We have n o t  y e t  a n a l y z e d  t h e s e  f i g u r e s  i n  d e t a i l ,  so I 

canno t  comment i n  s p e c i f i c  terms. However, I w i l l  s p e c u l a t e  

w i t h  you f o r  a moment. 

The  v e r s i o n  of t h e  N a t i o n a l  Enerqy P l a n  p a s s e d  by t h e  

House of R e p r e s e n t a t i v e s  d i d  change many of t h e  Adminis t ra -  

t i o n ' s  p r o p o s a l s .  For example,  t h e  House e s t i m a t e s  t h a t  i t s  

v e r s i o n  of t h e  o i l -  and g a s - u s e r s  t a x  would g e n e r a t e  o n l y  

a b o u t  o n e - t h i r d  t o  one-ha l f  t h e  c o a l  demand of t h e  A d m i n i s -  

t r  a t i o n  ' s v e r s i o n .  

On t h e  S e n a t e  s i d e ,  your g u e s s  i s  a s  good a s  mine .  

We r e a l l y  d o n ' t  know what t h e  f i n a n c i a l  i n c e n t i v e s  w i l l  

look  l i k e  when t h e y  f i n a l l y  come o u t  of t h e  House and Senate 

Conference  Committee. 
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I n  t h e  nea r  term, th rough  1985 and p o s s i b l y  1 9 9 0 ,  w i l l  

t h o s e  i n c e n t i v e s  r e a l l y  make  any d i f f e r e n c e  as t o  how much 

c o a l  a c t u a l l y  g e t s  burned?  I d o n ’ t  have t h e  answer . .  Bu t ,  a 

s t r o n g  c a s e  cou ld  be made t h a t  t h e  i n c e n t i v e s  won’ t  r e a l l y  

g e n e r a t e  much new c o a l  demand by 1990 g i v e n  t h e  lead times 

needed t o  d e v e l o p  new m a r k e t s  and i n s t a l l  new c a p a c i t y .  

I t  would appea r  t h a t  t h e  u t i l i t y  s e c t o r  i s  p l a n n i n g  t o  

u s e  j u s t  abou t  a l l  t h e  c o a l  it can even w i t h o u t  t h o s e  i n c e n -  

t i v e s .  And t h e  i n d u s t r i a l  s e c t o r  may n o t  have t h a t  much f l e x -  

i b i l i t y  i n  t h e  near te rm t o  c o n v e r t  oil and g a s  bu rn ing  f a c i l -  

i t i e s  t o  c o a l .  The s i m p l e  f a c t  is  t h a t  most of what w e  can  

s a y  abou t  1985,  and even 1 9 9 0 ,  is a l r e a d y  known. Un les s  t h e  

i n c e n t i v e s  pas sed  b y . t h e  Congress  are  i n  t h e  form of some 

m i r a c u l o u s  formula  t h a t  I h a v e n ’ t  y e t  seen, it a p p e a r s  t o  m e  

t h a t  c o a l  u s e ,  w i t h  o r  w i t h o u t  i n c e n t i v e s ,  w i l l  be ha rd  p r e s -  

sed t o  g e t  c l o s e  t o  one b i l l i o n  t o n s  a yea r  i n  t h a t  t imeframe.  
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